Report of the
Audit Division on
Communications

Workers of America - COPE PCC
January 1, 2005 — December 31, 2006

Why the Audit

Was Done

Federal law permits the
Commission to conduct
audits and field
investigations of any
political committee that is
required to file reports
under the Federal
Election Campaign Act
(the Act). The
Commission generally
conducts such audits
when a committee
appears not to have met
the threshold
requirements for
substantial compliance
with the Act.! The audit
determines whether the
committee complied with
the limitations,
prohibitions and
disclosure requirements
of the Act.

Future Action

The Commission may
initiate an enforcement
action, at a later time,
with respect to any of the
matters discussed in this
report.

' 2U.S.C. §438(b).

About the Committee (p.2)

Communications Workers of America - COPE Political
Contributions Committee is a separate segregated fund
headquartered in Washington, DC. For more information, see
chart on the Committee Organization, p. 2.

Financial Activity (p.2)

¢ Receipts
o From Individuals $ 6,720,647
o Refunds from Federal Candidates 69,225
& Other Political Committees
o Other Receipts 4,014
o Total Receipts $ 6,793,886
e Disbursements
o Contributions to Federal & Non- $ 5,654,187
Federal Candidates and
Committees
o Operating Expenditures 1,029,491
o Transfers to Affiliated Committee: 300,000
o Other Disbursements 15,800
o Total Disbursements $ 6,999,478

Findings and Recommendations (p. 3)
¢ Transfers Made to AFL-CIO COPE PCC (Finding1)
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Part I
Background

Authority for Audit

This report is based on an audit of Communications Workers of America - COPE

Political Contributions Committee (CWA—COPE PCC), undertaken by the Audit

Division of the Federal Election Commission (the Commission) in accordance with the

Federal Election Campalgn Act of 1971, as amended (th #9* The Audit Division
ghfsermits the Commission to

conduct audits and field 1nvest1gatlons of any politighlicominittee that is required to file a

determine if the reports filed by a particulagcor
for substantial compliance with the Act. 23

Scope of Audit

Following Commission approve ge nigetatt evaluated various risk
factors and as a result, the scope i imitedito the following:
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Part 11
Overview of Committee

Committee Organization

Important Dates Communications Workers of
Amenqg&com«: PCC

e Date of Registration

e Audit Coverage

Headquarters

Bank Information

s Bank Depositories

e Bank Accounts

Treasurer

o Treasurer When Audit Was Conduc '.--_I__:_

e Treasurer During Period Covered by A

/.of Fin&ncial Activity
: il ted Amounts)

$ 1,555,818

6,720,647

o Refunds from Candldaj’tgs & F@hmcal Committees 69,225
o Other Receipts gt 4014
Total Receipts $ 6,793,886
o Contributions to Federal & Non-Federal Candidates 5,654,187

and Committees

o Operating Expenditures 1,029,491
o Transfers to Affiliated 300,000
o Other Disbursements 15,800
Total Disbursements $ 6,999,478
Cash on hand @ December 31, 2006 $ 1,350,226



Part III
Summary

Finding and Recommendation

Finding 1. Transfers Made to AFL-CIO
CWA-COPE PCC made transfers totaling $300,000 to A
2006. Based on the available information, CWA-CORi
and recordkeeping requirements of a collecting ag
longstanding and current joint fundraiser/collecti
separate segregated funds is in accordance wj ]
recommended CWA-COPE PCC amend p orts and implemexn;
ensure the proper accounting, reporting, a ordkeepmg reqmre
contributions and transfers. In response to théiiteri

amended reports for the period cg ered by the aug

OPE PCC
@10 COPE PCC in 2005 and
has not met the transmittal
COPE PCC contends the

e reports because it has no
S Qe Sing contributions to AFL-CIO
COPE. CWA-COPE PCC also mar tiitd cedures for such
contributions are in accordance with gulati
R,




Part IV
Finding and Recommendation

| Finding 1. Transfers Made to AFL-CIO COPE PCC

Summary
CWA-COPE PCC made transfers totaling $300,000 to AF@&QIO COPE PCC in 2005 and
2006. Based on the available information, CWA-COP ', EC has not met the transmittal
and recordkeeping requirements of a collecting age : ." “A-COPE PCC contends the
longstanding and current Jomt ﬁmdralser/collectm nt \FY; Mgement between the two
separate segregated funds is in accordance thh mmission Té; ulations. The Audit staff
recommended CWA-COPE PCC amend pas@ ports and 1mplemeﬁimew procedures to
cordkeepmg requnréﬁn?‘ts for these

amended reports for the penod covered by the%qﬁ;t\ as i ;’_; ) ended and sta(gd it would
not implement the Audit staff’s recmnmendatlon fd”&'-i ,_"'-'3 ¢ reports because itthas no
current plans to make further transfers&of joint ﬁmdral%bng\contnbutlons to AFL-CIO
COPE. CWA-COPE PCC also m:a*u‘\fi . %d{th&%lm currétifiprocedures for such

:.’“ %ﬂ?maintaih%;dr controlled by the same
organization. Aftﬁ“l‘atedépolmogi commltte‘ége considered one political committee for
purposes, of.cq%tnbutl%ﬁ lu!nl&tsﬁcgmmxttees pres, ed to be affiliated include those
stab}l séd:in “a‘nqed, amtained or c‘tantrolled bya single national or international union

--av-'

Jorits Tocal un urﬂbns\or other"Subordmﬁ’te-:g“rgamzatlons Also committees established
\ ".;

*Qrgamzatmn V) %Qnal oOraiternational unions and/or all its State or local central
bodleSaumsumed to ffiliated: ®A ffiliation is not presumed between unions and

orgamzaﬁon§apf natlonal o;{_kmtematl il unions.11 CFR §§100.5(g) and 110.3(a).

B. CollectmgftAgeégkt Deﬁnitg)z’n A collecting agent is an organization or committee that
collects and lransxmtsgon 7] gtlons to one or more separate segregated funds to which
the collecting agent i§; rélat?,d A collecting agent may be the separate segregated fund’s
connected orgamzatlon, an orgamzatlon or committee affiliated with the SSF, or a local,
national, or international union collecting contributions on behalf of the separate
segregated fund of any federation with which the local, national, or international union is
affiliated. 11 CFR §102.6(b)(1).

C. Requirements of Collecting Agent. The separate segregated fund is responsible for
ensuring that the recordkeeping, reporting, and transmittal requirements are met.
1. Collecting agent may solicit only those individuals who are eligible for
solicitation under the law, and pay the expenses of soliciting.
2. Collecting agent may include a solicitation for contributions to an SSF in a bill for
another payment.



3. Collecting agent may establish a separate transmittal account solely for the SSF’s
contributions or use its own account for the temporary deposit and transmittal of
contributions to the SSF. The agent must keep separate records of all receipts and
deposits that represent contributions to the SSF.

4, Collecting agent must transfer the funds within 10 days for all contributions over
$50 and within 30 days for contributions $50 or less.

5. Collecting agent must forward the required recordkeeping information to the SSF
along with the collected contributions, and maintain records of SSF contribution
deposits and transmittals for three years. .ﬁ?%

6. The SSF is responsible for reporting the contrib

D. When to Itemize. Political commxtteu ulh. r |han authorizeédicandidate committees
must itemize;

e Any contribution from an individual |I itexceeds $200 per calchdar year, either
by itself or when aggregated with othef’%nu ﬂmu%ﬁom the s

nhuli%;celed means that the
hedule, the*following information:

IBe calendar year= O-date Stilof all contributions from the same contributor. 11
4. 3(a)(BRnd 2 U.S.C. §434(b)(3)(A) and (B).

CWA-COPE PCCHgthe separate segregated fund of the international union
Communications Workersiol .\merica (CWA). CWA is a collecting agent for CWA-
COPE PCC and for AFIE¥CIO COPE PCC, the separate segregated fund of the federation
of unions AFL-CIO. CWA-COPE PCC and AFL-CIO COPE PCC are not considered
“affiliated” within the meaning of 11 CFR §110.3 and, therefore, are subject to separate
contribution limitations and reporting.

CWA-COPE PCC received and deposited contributions for both organizations via
contributor checks and payroll deduction authorizations. Based on available solicitation
material, contributors were informed that an unspecified portion of their contribution
would go to AFL-CIO COPE PCC. CWA-COPE PCC reported the receipt of the
contributions primarily as unitemized contributions. CWA-COPE PCC and AFL-CIO
COPE PCC periodically agreed on an amount to be transferred to AFL-CIO COPE PCC.



AFL-CIO COPE PCC reported this lump sum transfer without information regarding the
individuals contributing the funds.

During the period covered by the audit, CWA-COPE PCC made four transfers to AFL-
CIO COPE PCC totaling $300,000 ($100,000 in 2005 and $200,000 in 2006). To fulfill
the requirements as a collecting agent, CWA-COPE PCC must:

e Have a separate transmittal account solely for AF L-CIO COPE PCC contributions
or keep separate records of all such receipts and de osits if using its own account;
e Transfer the funds within 10 days for all contri ﬁgﬁs over $50 and within 30
days for contributions $50 or less; s
e Forward the recordkeeping information to AHL -CI@ %I;E PCC and maintain
records of the deposits and transmlttals L-CIO‘€@BE PCC for three years.
During audit fieldwork, CWA-COPE PCG _lanot demonstrate that % ¢.above
requirements were met during calendar years: 005 and 20Q§ CWA-zf° E PCC did not
furnish the Audit staff with documentation thaty deq‘t\:ﬁed "cﬁe individual co%}‘mtions (or
portions thereof) supporting the:éﬁaounts transfe "F 'L-CIO COPE PCE:or any
documentation that detailed the t1 qrpalculatiorﬁﬁ\ﬁé:hﬁs amounts transferred.

= B

The Audit staff presented this matteﬁﬁ:mC%’As.C@ E PCC‘r\Te%r sentatives during the exit
conference. In mspgnSe,%gmsel for G\WA COP@{“"-; C chall”' the conclusion of the
Audit staff with the'fﬂiowm gumen W ian hd
First, counsel addr‘&g} e tmfiiﬁ" of the transfers and argues that the requirements at 11
CFR §102 6(c)(4) (tratister oﬁg st thm 1 i‘g:v ys for contributions over $50, and 30
days fg gﬂjﬁdl .iqentnbu 1cabl %9 the situation because of the joint
fupdiising arrangemont tha msts betwee EEWA-COPE PCC and AFL-COPE PCC.
N&J%mt fundraising ag;""eement\' s presented

2, €D 2
Howevvéér%i_' g{xsel eontend§ ﬂ%\at if 1 E@ER §102.6(c)(4) was applicable the transfers did
conform to"thg:timing requifgments. In support of his argument, counsel computed that
CWA-COPE PG received Ahaverage of $90,000 in individual contributions every 10
days and $270 dﬁb"%wery 30:44ys in 2005; and, $100,000 every 10 days and $300,000
every 30 days in 200@*§m CWA-COPE PCC received contributions that were
predominately $50 orfss*- “counsel believes that, within the 30 days prior to each of the
four transfers to AFL-CIO COPE PCC, CWA-COPE PCC received far more
contributions from individuals than was transferred.

Based on its own analysis, the Audit staff concurs that CWA-COPE PCC received
sufficient receipts within 30 days prior to each of the four transfers to fund the transfer.
However, based on the available records, the Audit staff was not able to identify which
contributions were included in the transfers. The Audit staff maintains that the
requirements at 11 CFR §102.6(c)(4) and 11 CFR §102.8(b) are applicable and the
amount of each contribution being transferred is required to be provided to AFL-CIO



COPE PCC within the appropriate time frame along with the required records supporting
the contributions.

Second, counsel discusses the issue of having a separate account solely for AFL-CIO
COPE PCC contributions. Counsel confirms that CWA-COPE PCC did not maintain a
separate account solely for AFL-CIO COPE PCC contributions, did not keep separate
records of contributions attributable to its transfers, or give that information to AFL-CIO
COPE PCC. Again, counsel argues that such requirements are not applicable to CWA-
COPE PCC since 11 CFR §102.6 does not recognize its dugfiole as a collecting agent for
AFL-CIO COPE PCC and a separate segregated fund selj fting and receiving
contributions for itself. According to counsel, CWA- \ PCC records and reports all
disclosure information for AFL-CIO COPE PCC cQ b‘“’t’i , because the “contributors
authorize the remittance of the contributions oni;@%o%WA-C EE PCC” via standard
payroll deductlon authorization cards. TheseEas cards also inform o4 co tributors of the joint
CC and AFL-CIO EOF
acknowledge that contributions will be used¥@, ‘political &urposes."

Counsel further explains that rep oul detailing the assggiated
individual contributors is suffici (a) and that the regulations do
not plainly require a shift to AFL- Stesponsibility to report the
individual contributors. According ‘ txce “underscores that

to any particular inds “lunm, ggregate portion of all
of them”. -
The Audlt staff behe : . . @ 4) requires CWA-COPE PCC to record

Ehalf of AFL-CIO COPE PCC. Such

mf n1s e q‘: ary in'gide

resp%c;ﬁve orgamza as I%as to momttem:zatxon and limitation requirements. It
is furth %‘r oted that by‘q‘vnewmg Wﬁ&ansfer amount as being comprised of a portlon of
each conlnbutlon instead"q Qf ithe ﬁlll“amaunt of those contributions received prior to the
transfer w“éulﬂ,llkely not supp’brt the afgument that the transfers were made timely.

E A
Finally, counsel"e@lams hgi" Vithe proposed changes would cause a significant
administrative burdep Yo 58_ il organizations and would ultimately result in a reduction of
contributor mformatmr e public record. According to counsel, the number of
individual contributors itemized by CWA-COPE PCC would be fewer since a portion of

their contributions would be attributed to AFL-CIO COPE PCC.

In summary, the Audit staff accepts that the CWA-COPE PCC can function as a
collecting agent for AFL-CIO COPE PCC. However, as a collecting agent, CWA-COPE
PCC must abide by the rules governing collecting agents at 11 CFR §102.6(c). During
the period covered by the audit, CWA-COPE PCC did not have a separate transmittal
account or keep separate records of all receipts and deposits that represent contributions
to AFL-CIO COPE PCC, or distinguish these contributions at the individual level. Given



that these records were not kept, the arrangement between AFL-CIO COPE PCC and
CWA-COPE PCC did not satisfy the requirements of the collecting agent regulations.

Interim Audit Report Recommendation and Committee Response
The Audit staff recommended that, within 30 calendar days of service of the interim
report, CWA-COPE PCC document that procedures have been implemented to ensure the
proper accounting, reporting, and recordkeeping in accordance with 11 CFR §102.6(b)(1)
and (c).

i

Past Reporting
Reports covering the audit period should be correc

been forwarded to AFL-CIO COPE on Line 294(;
22 (Transfers to Affiliated/Other Party Comsfitt
also suggested that reports for the period sfibs

well.

16 r.:'ll all amounts that have

Future Reports

On the next report due following-the n%%ﬂs‘eeto
reports thereafter; the following way recominended:

CWA-COPE PCC mayzeheose to est‘gﬁi‘swztransmlﬁal account for AFL-CIO
COPE PCC’s con%tmng '-= fso, thosé"d ntni Sa
COPE PCC as 16 éf"s the acCalint is used SPIEIyEfc

heend

A-COPE PCC should maintain a
ntributions or portions thereof, being
SHO; d disclose contributions received for AFL-CIO

accounting 0
ed.” CWA-CORE)]

Under either alternative, as a collecting agent, CWA-COPE PCC is required to forward
the contributions and all contributor and date of receipt information to AFL-CIO COPE
PCC within 10 or 30 days depending on the contribution amounts. Records for such
contributions are required to be retained for three years. 11 CFR §§102.6(c)(5) and 102.8.

2 CWA-COPE could apply any consistent accounting method to identify the individual contributions
transmitted to AFL-CIO COPE including calculating a percentage of contributions transferred or
assuming that the transferred contributions are those most recently received.



In response to the interim audit report, CWA-COPE PCC amended reports for the period
covered by the audit to include all amounts that have been forwarded to AFL-CIO COPE
on Line 29, (Other Disbursements) instead of on Line 22 (Transfers to Affiliated/Other
Party Committees).

CWA-COPE PCC stated it would not comply with the Audit staff’s recommendation for
future reports because it has no current plans to make further transfers of joint fundraising
contributions to AFL-CIO COPE PCC.

CWA-COPE PCC does agree with the Audit staff that C;Wé’ .COPE PCC can actas a
collecting agent for AFL-CIO COPE PCC and that QW‘ COPE PCC received sufficient
funds within 30 days prior to each of the four transfer: J. How ver, CWA-COPE PCC
does not concur that 11 C.F.R. §§102.6(c)(4) and:1 02. 8(b) are’ apphcable to funds

SOPE PCC stands firm on the position that

>

the procedures “utilized for many years m B I -undertakmg its Joiht{fundraxsmg program
th




